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Microenterprise Tax Credit Act

 There is $2 million available,              

per calendar year through 2010,         

for individuals who are actively involved 

in a microbusiness

at an eligible location

 An individual and their related parties 

are limited to a lifetime $10,000 

refundable credit
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Microenterprise Tax Credit Act

 Eligibility 

 Credit Calculation

 Filing requirements
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Eligibility

 Individual actively involved in eligible 

microbusiness

 Size

 Tax Status

 Location

 Qualifying business activity

 Timely application

 Growth in investment or employment
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Applicant

 The application is filed by an individual 

actively involved in day to day

operations of the microbusiness

 Personal involvement on a continuous 

basis in the daily management and 

operation of the business 
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Applicant

 Each individual and their related parties 

are limited to a lifetime credit of $10,000

 Related party

 Parent, spouse, child and sibling

 Section 267(b) & (c), Section 707(b) of IRC
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Microbusiness

 Size

 Five or fewer full-time equivalent 

employees at time of application

 Hours paid cannot exceed 200 per week

 Tax Status

 Entity must be subject to income tax

 At least 90% of the owners of the flow-thru 

entity must be subject to income tax
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 Qualifying hours at the project, divided 

by 40 times number of weeks in year

 Allowable Hours

 regular, overtime at straight time, vacation, 

sick, holiday, jury, military

 Disallowed hours

 vacation paid upon termination, hours 

associated with bonus, hours entered for 

severance pay

Full-time equivalent calculation
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Microbusiness

 Eligible Location

 List of qualified locations: 

www.revenue.ne.gov

 All locations in counties other than 

Washington and Lancaster are eligible

 Within Washington and Lancaster counties:

 Certain municipalities qualify

 Certain census tracts qualify
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Microbusiness

 Qualifying Business Activity

 All business activities qualify other than 

certain farm and livestock activities

 Allowable farm & livestock activities:         

ag tourism, aquaculture, production of 

fruits, herbs, trees, organic crops, 

vegetables, or nursery crops

 Disallowed farm & livestock activities:   

other farm and livestock activities if the net 

worth exceeds $200,000 
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Farm or livestock activities

 An applicant, including spouse or 

dependent, may not have a net worth 

more than $200,000 based on market 

value

 Land and equipment (net of debt)

 Grain held for sale

 Raised breeding stock

 Home, vehicles and investments
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Application 

 Application filed after November 1 will 

be considered to be filed on the first 

business cay of the following calendar 

year 

 Applications processed in order 

received

 $2 million available per year through 2010
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Application

 Form with attachments: www.revenue.ne.gov

 No fee

 Complete Part 1

 Request a portion of the available funds to be 

reserved for your project - use estimates

 Establish base year

 Form W-3N; tax returns for applicant and 

microbusiness

 Requires license for applicable Nebraska tax 

programs
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Tax credit

 Refundable credit

 20% of new investment or employment 
based on an increase in the year of 
application and the following year as 
compared to the Base Year (the tax year 
prior to application)

 No stated minimum investment or 
employment
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Tax credit

 New investment: 

 Increase in purchases of buildings and 
depreciable personal property other than 
motor vehicles 

 Leased property: Increase in average net 
annual rents multiplied by years of lease 
not to exceed 10 years 

 Increase in repairs and maintenance, 
advertising, legal and professional 
services
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Tax credit

 New employment:  

 Increase in compensation to Nebraska 
resident employees

• Include employer cost of health 
insurance

• Exclude compensation in excess of 
150% of Nebraska average weekly 
wage ($1,016 per week)
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Authorize Tentative Credits

 Part 2:  Completed by Nebraska 

Department of Revenue to deny, 

approve, or partially approve the request 

 Review applications on first-in-first-out basis.

 Use postal date, date of stamped certified 

mailing receipt, or date received

 All applications received on the day the 

available funding is exceeded will be 

prorated
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Filing Requirements

 Part 3:

 Applicants who have received approval of 

authorized credits will submit the following 

when filing their Nebraska Individual Tax 

return, Form 1040N

 A copy of approved form 

 Properly completed Part 3 and       

supporting documents

 Request credit/refund based on actual 

activity
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Examples:

 New investment

 Purchased $40,000 in equipment base year 

and purchased $100,000 in year of 

application

 $60,000 x 20% = $12,000 limited to $10,000 

credit

 Renewed building lease for three years.   

The annual lease payment increased from 

$36,000 per year to $48,000 per year

 $12,000/year x 3 years x 20% = $7,200 credit
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Examples (continued):

 New Employment

 Three employees each received a $1,500  

raise in the year of application. Other 

compensation the same as base year.

 $1,500 x 3 employees x 20% = $900 credit

 Microbusiness Size

 6 part time employees each work 30 hours in 

the pay period including the date of application

 30 hours x 6 employees = 180 hours

 180 hours/40 hours per week = 4.5 FTE   

Eligible
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Examples (continued):

 Related Parties

 If two brothers apply for separate and 

distinct business activities, can they both 

claim $10,000 in credit?                 NO
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 Reported Information

 Total authorized, used and expired credits. 

 Amount of employment and investment 

made

 No specific information by applicant

Microenterprise 28



Microenterprise End

Nebraska Advantage 

Microenterprise Tax Credit Act

Mary Hugo

Nebraska Department of Revenue

402-471-5790

mary.hugo@nebraska.gov

www.revenue.ne.gov

Bill Weekly     402-471-5862

Kim Nelson     402-471-5947

mailto:mary.hugo@nebraska.gov
http://www.revenue.ne.gov/

